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CONFIDENTIAL QUITO 1975 

E.O. 11652: GDS 
TAGS: ENRG, EINV, EC 

SUB J : PETROLEUM: TEXACO-GULF OFFICIALS CALL ON PRESIDENT RODRIGUEZ 
REF: QUITO 1372 (NOTAL) 

1. SUMMARY: JOHN MCKINLEY, PRESIDENT OF TEXACO AND TOM 
LUMPKIN, PRESIDENT OF GULF LATIN AMERICA HELD 80 MINUTE MEETING 
WITH PRESIDENT RODIRGUEZ LARA MARCH 19 TO DISCUSS THREE OUT- 
STANDING ISSUES REGARDING TEXACO-GULF ECUADOREAN OPERATIONS: 
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OVER-RETENTION OF OAXES FROM CASH FLOW SYSTEM, PRICING, AND THE 
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UNPAID CEPE DEBT. AFTER MEETING, MCKINLEY TOLD AMBASSADOR THAT 
MEETING WAS CORDIAL, DEVOID OF SENSE OF CONFRONTATION AND 
MILDLY ENCOURAGING. RESULTS, HOWEVER, WILL NOT BE FULLY 
KNOWN FOR SEVERAL WEEKS. END SUMMARY. 

2. SHIELDS OF TEXACO AND WYCHE OF GULF CALLED ON AMBASSADOR 
AND DCM AFTERNOON OF MARCH 19, TO INFORM HIM THAT TEXACO 
PRESIDENT MCKINLEY AND GULF L.A. PRESIDENT LUMPKIN WERE 

AT THAT VERY MOMENT CALLING ON PRESIDENT RODRIGUEZ LARA. 

THIS IS THE FIRST INTERVIEW WITH THE PRESIDENT THAT THE 
OIL COMPANIES HAD SOUGHT SINCE 1972. AT THAT TIME, SHIELDS 
SAID, THE PRESIDENT HAD BEEN VERY HELPFUL IN PROMOTING THE 
RESOLUTION OF A DIFFICULT FINANCIAL PROBLEM BETWEEN THE 
OPERATING COMPANIES AND THE GOE. 

3. THE PRESENT INTERVIEW WAS AIMED AT GIVING THE TEXACO 
PRESIDENT THE OPPORTUNITY TO RAISE THREE ISSUES WITH RODRIGUEZ 
LARA. 

A. THE PROBLEM OF OVER-RETENTION OF INCOME AND OTHER 
TAXES IN THE CASH FLOW SYSTEM. TEXACO AND GULF BELIEVE 
THAT THE GOE HAS OVER-RETAINED MORE THAN $19 MILLION FROM 
THIS ACCOUNT. (THIS IS THE GOE ACCOUNT IN NEW YORK TO 
WHICH TEXACO AND GULF DEPOSIT THE TAX REFERENCE VALUE OF 
$13.90 PER BARREL OF EACH BARREL THAT THEY LIFT FROM 
ECUADOR. SEE QUITO 1372. 

B. THE UNRESOLVED ISSUE OF TAX-PAID BASE. THIS ISSUE 

HAS BEEN IN THE AIR SINCE IANUARY 1, 1975. ECUADOR HAS NOT 
YET RESOLVED HOW IT WILL ORGANIZE A TAX-PAID BASE OF $10.14 
A BARREL OR WHAT ADDITIONAL TAXES OR OTHER CHARGES IT 
MAY ADD ON TO THIS FIGURE. IF THESE ADDITIONAL CHARGES 
REMAIN AT THEIR PRESENT LEVELS, SHIELDS SAID, TEXACO AND 
GULF CANNOT MAKE ANY PROFIT FROM THEIR ECUADOREAN 
OPERATIONS. 

C. THE ISSUE OF THE UNPAID CEPE DEBT FOR ITS SHARE 

OF THE INVESTMENT IN ECUADOR. CEPE IS STILL BEHIND IN 
PAYMENTS FOR CURRENT OPERATING COSTS. ACCORDING TO WYCHE, 

THIS AMOUNTS TO APPROXIMATELY $39 MILLION IF ECUADOR 
DECIDES NOT TO PARTICIPATE IN PIPELINE INVESTMENT AND 
BETWEEN $50 AND $60 MILLION IF IT DOES. 
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4. SHIELDS SAID THAT CEPE HAD LOOSENED UP SLIGHTLY AND 
IS BEGINNING TO PAY MORE NEARLY CURRENTLY ITS SHARE OF 
THE OPERATING COSTS OF THE CONSORTIUM. WITH RESPECT TO 
THE MEETING ON MARCH 19, HE EXPECTS THAT TEXACO AND GULF 
WILL NOT KNOW WHAT REAL RESULTS HAVE BEEN ACCOMPLISHED 
FOR AT LEAST A COUPLE OF WEEKS. FROM PRESIDENT RODRIGUEZ S 
PAST PEFORMANCE AND THE CREDIBILITY OF THE TEXACO-GULF 
CASE, HE HAD HOPES THAT THE OUTCOME WOULD BE FAVORABLE TO 
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THEM. 

5. EVENING MARCH 19, AFTER THE INTERVIEW WITH RODRIGUEZ, 
AMBASSADOR HAD OPPORTUNITY MEET WITH MCKINLEY AND LUMPKIN. 
THEY DESCRIBED MEETING AS ENTIRELY CORDIAL. TO PRESIDENT'S 
QUESTION AS TO WHY TEXACO-GULF WERE NOT INCREASING THEIR 
INVESTMENT IN EXPLORATION, THEY REPLIED THAT THEY WERE, 

AFTER ALL, IN ECUADOR TO MAKE MONEY, AND THE CONDITIONS 

AT PRESENT LEFT THEM WITH DIFFICULT UNCERTAINTIES. 

6. ALTHOUGH, OF COURSE, THIS MEETING SOLVED NO PROBLEMS 
DIRECTLY, MCKINLEY AND LUMPKIN WERE MILDLY ENCOURAGED 
THAT PROGRESS CAN NOW BE MADE ON MOST OF THE OUTSTANDING 
ISSUES. 

7. GOE TOOK UNUSUAL STEP OF PUBLICIZING MEETING. PRESS 
RELEASE NOTED THAT VISITORS ASKED THAT PRICE OF ECUADOREAN 
CRUDE BE MAINTAINED AT A LEVEL COMPETITIVE WITH THAT OF THE 
REST OF THE WORLD, AND THAT THEY EXPRESSED THEIR HOPE FOR 
REASONABLE PRICES SO THAT THEY COULD CONTINUE THEIR OPERATIONS 
OFFERED TO WORK WITH ECUADOREAN OFFICIALS TO FIND SOLUTIONS 
TO THE SITUATION. RELEASE QUOTED PRESIDENT AS SAYING THAT 

GOE IS ALWAYS PREPARED TO LISTEN AND FACE UP TO PROBLEMS 
AND TO FIND SOLUTIONS BASED ON JUSTICE, REASON, AND EQUITY. 

HE STATED INTEREST IN CRUDE SALES AT PRICES THAT RETURN 
EQUITABLE EARNINGS FOR ECUADOR AND THE COMPANIES. BUT HE 
WARNED THAT COMPANIES CANNOT EARN AS MUCH AS BEFORE BECAUSE 
THE WORLD SITUATION HAS CHANGED. FINALLY, HE IS REPORTED 
TO HAVE AFFIRMED THAT THE GOE WILL STUDY THE SITUATION 
BUT THAT THE COMPANIES WILL HAVE TO COMPLY WITH THE 
GOVERNMENT'S DECISIONS. 

BREWSTER 
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